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KEY ECONOMIC INDICATORS: GUINEA 


All values in US$ million Exchange Rate as of 2/75 
unless otherwise stated US$1.00 = 20.46 sylis 


to 
1971 1972 1973 1974 Change 


GDP at Factor Cost (Est) 357.6 367.6 397.8 -- 2.7 
Per Capita Income (Est) 74 74 74 

Bauxite Production (Thous Met Tons) 

Alumina Production (Thous Met Tons) 

Money Supply 

External Medium and Long Term Debt 

Official Foreign Reserves 

Trade Balance 

Balance of Payments 

Exports (FOB) 


Imports (CIF) 


Sources: IMF, Guinean Government, Embassy Estimates, Industry 





SUMMARY 


Guinea is a small West African, French-speaking country about the size 
of Oregon, rich in mineral resources and in extensive agricultural lands. 
Because the Government's revolutionary socialist philosophy places 
political principle before economic development, the country has 
Stagnated during the last decade. One sector -- mining -- has been 
exempted from nationalization and that sector is booming. 


The Government traditionally has encouraged direct foreign private 
investment, and investment opportunities exist in the exploitation 

of iron and bauxite and in the agrobusiness field. Straight commercial 
sales offer limited potential because of the small size of the market, 
low per capita income and lack of foreign exchange. President Sekou 
Touré has assured foreign businessmen of a just return on capital 
assets invested in Guinea. The American Embassy is convinced that 
solid investment opportunities exist in Guinea and we stand ready to 
help. In the past successful ventures have included a careful weighing 
of the economic-political environment and visits by French-speaking 
businessmen to Guinea. 





CURRENT ECONOMIC SITUATION & TRENDS: The Future Looks Better than 
the Present 


The Past and Present: Dim 


For years Guinea's gross domestic product (GDP) stagnated at an annual 
growth probably in the range of 2.5 - 2.8 per cent. Per capita income, 
average life expectancy, etc., have been among the lowest in Africa. 

Yet Guinea -- equal in size to Oregon with a population of over 5 million -- 
is rich in natural resources and was in pre-independence times one of the 
richest agricultural states in Francophone Africa. After independence 

in 1958 Guinea's French style economic system was replaced by a new one 
guided by President Sekou Touré's revolutionary socialist philosophy. 
Economic progress has been slow, and per capita income has stagnated 

at about US$80 for more than a decade. Only investments in mining and 
manufacturing (predominately the processing of bauxite into alumina) 

have matched the Development Plan targets. Most public investment has 
not led to significant increases in industrial output because of the 
emphesis placed on infrestructure projects, of under-utilization of 
industrial capacity as the result of rew miteriel shortages and of the 
small size of the domestic market. 


Agriculture is Basic but Troubled 


Agriculture engages some two-thirds of the population and contributes 
more than one-half of total domestic production. A wide-range of 
favorable natural conditions allows for considerable diversification. 

The major cash crops are coffee, bananas, palm kernels, pineapples, 
peanuts and citrus fruits. The principle food crops are rice, 

cassava, corn, fonio (a kind of millet), sweet potatoes and sorghum. 
Although the total output of the agricultural sector has been increasing, 
the per capita output of marketed agricultural products has been 
declining; reasons for this include lack of price incentives to farmers, 
shortage of fertilizers end plant diseases. Moreover, until 1°74, 
2griculture was given low priority in national development plans and 
long-term bank credits have been lacking. Although agricultural 
development, since early 1974, now has top priority in Guinean development 
planning, the general malaise of the agricultural sector will probably 
remain a serious constraint to the overall economic climate. 


Investments are Safe 


Foreign exploitation of the country's wealth offers the best hope of 
stimulating economic growth in socialist Guinea. President Sekou Touré 
is enough of a pragmatist to encourage private foreign investment in 
the exploitation of bauxite and iron. The President told Marshall Mays, 
President of the Overseas Private Investment Corporation (OPIC), 

who visited Guinea in 1974, that Guinea would warmly welcome American 


investment in any area. It is a matter of honor, said President Touré, 
that private companies which invest in Guinea will never have reason to 





regret their action. Once full agreement is reached, any foreign 
partner would be sure that Guinea would fully honor its commitment. 

"A foreign investment is justified only if it benefits such and such 
natural richness existing in Guinea. . . The first element which must 
benefit from this investment is the Guinean people. The second element 


is assuring the partner the absolute guarantee of the just return on 
capital assets he has voluntarily invested in Guinea." 


The Future Looks Brighter: Bauxite is the Key 


In 1973 and 1974 two bauxite mining joint venture operations with total 
investment of over $500 million came on-stream. Guinea, which has an 
estimated one-third of total world high-grade bauxite reserves, had a 
production in 1973 of nearly 2 million tons, in 1975 it should exceed 
8.2 million tons. Export earnings have made similar improvements. In 
1973 total export earnings were $48.8 million, in 1975 they are estimated 
to reach $148 million. Two other consortia initialed preliminary 
agreements in late 1974 and in January 1975 for bauxite mining and for 
locally processing part of the production into the more valuable 
alumina. If these developments work as hoped, by the early 1980's 

some $3 billion would be invested in these new concessions. 


Iron, gold and diamonds abound as well though none are currently being 
exploited. The various estimates of the diamond deposits in Guinea 
range from 500,000 to 200 million carats. The Government is currently 
considering the formation of a company in cooperation with Japan and 
several Arab countries to again exploit the diamond deposits in Guinea, 
which in 1961 produced 1.2 million carats. 


Guinean iron ore mining ceased in 1967 with the exhaustion of mines 

near Conakry. However, Guinea has at least two billion tons of 
unexploited high-grade iron ore deposits. An international consortia, 
MIFERSUIL, with 50 per cent Guinean participation is responsible for 

the development of the rich deposits in southeast Guinea. Much remains 
to be done on this project, which in any case depends on construction 
of the Trans-Guinean railroad. The Guineans hope to start this enormous 
project with construction of a spur line to connect with the LAMCO 
railroad in Liberia, which would permit evacuation of iron ore by 

that route. Completion of the railroad, planned for the early 1980's, 
would not only permit full exploitation of iron deposits, but would also 
open up the rich resources, now untapped, of the southeastern forest 
region. 





IMPLICATIONS FOR THE UNITED STATES 


Investment Opportunities are Here 


Guinea has good potential for economic growth. Its proven mineral 
resources and extensive agricultural lands offer first-rate opportunities 
for American business. In the mining sector there is already $250 million 
of American direct private investment. The two new bauxite/alumina 

joint ventures, Société des Bauxites de Dabola (Yugoslav, Swiss and 
Guinean) and the Arab-Guinean Aluminum Company (several Arab states 

and Guinea), would need technical expertise and equipment that America 
has in abundance. The opening of iron deposits at Mounts Nimba and 
Simando with the complementary and expensive Trans-Guinean railroad 
project, which would be mainly used to transport the iron ore as well 

as bauxite from Dabola, are potentially enormous projects. American 
financing definitely and possibly American engineering and construction 
expertise would participate if these projects get off the ground. 


Agrobusiness: Favorable Circumstances 


Guinea was once a rich agricultural country and an important exporter 
of tropical foodstuffs. President Sekou Touré has said he wants 
American technicians to assist Guinea to make the transition to modern 
agriculture and livestock production. The Government is interested in 
capital development agrobusiness proposals for tracts of several 
thousand hectares (1 hectare = 2.4 acres) in the Haute Guinée plain 
and the Niger River basin. Coffee has traditionally been an important 
export crop. There are indications that the Government would be 
interested in contracting out plantations to foreign companies to 
improve export earnings in that sector. 


Classic Commercial Sales are Limited 


Outside the investment possibilities described above and their associated 
sales opportunities, the opportunities for straight commercial deals are 
limited. The population is small and has a very low per capita income. 
The manufacturing sector is small and inefficient. Up to now the 
Government, which has nationalized all productive sectors except mining 
where it participates in joint ventures, lacks sufficient foreign 
exchange and offers insufficient incentives to allow large scale 
profitable sales of American goods. Other areas that could be developed 
include fishing and road building and mining equipment. 


The Embassy stands ready to assist. In the past successful ventures 

have resulted from careful weighing of the economic-political environment 
combined with trips by French-speaking businessmen to Guinea. A1l1 
ventures and sales require close and careful cooperation with the 
Guinean Government. 





CURRENT 


CONSTRUCTION 


REPORTS 


CONSTRUCTION accounts 
for approximately 12 percent 
of the gross national product! 


To assist industry representatives, 
research specialists, market analysts, 
and government officials interested 
in this vital segment of the Nation's 
economy, the Bureau of the Census 
issues monthly, quarterly, and 
annual reports on the value of new 
construction put in place, building 
permits, housing starts, housing 
completions, housing sales, 
alterations and repairs and 
demolition of residential structures. 


J a Mi 


Current Construction Reports include: 


C20 - Housing Starts 

C22 - Housing Completions 

C25 - Sales of New One-Family Homes 

C30 - Value of New Construction Put 
in Place 

C40 - Housing Authorized by Building 
Permits and Public Contracts 

C41 - Authorized Construction— 
Washington, D.C. Area 

C45 - Permits Issued for Demolition 
of Residential Structures in 
Selected Cities 

C50 - Expenditures on Residential 
Additions, Alterations, 
Maintenance and Repairs, and 
Replacements 


For further information and a 
Publications Order Form, free of 
charge, on all the above reports, 
write to the Subscriber Services 
Section (Publications), Social and 
Economic Statistics Administration, 
Washington, D.C. 20233 











